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FEDERAL RESERVE BOARD
Financially troubled thrift institutions and banks will be able to obtain
"extended credit" loans from the Board’s discount window, according to a
recent press release. The action is intended to aid saving and loan asso
ciations whose lending funds have been depleted by high market interest
rates and their large volume of older low rate mortgages. The Fed set up
a new discount rate structure for longer term loans to thrifts with a
basic rate of 14 percent for the first 60 days of the loans, then 15 per
cent for the next 90 days and 16 percent thereafter. This action does not
effect the current discount rate of 14 percent and the four percent sur
charge for large frequent borrowers. The new lending program is available
to both commercial banks and thrift institutions including credit unions
and members of the Home Loan Bank System, according to the Board. Through
letters exchanged between Fed Chairman, Paul Volcker, and Federal Hare Loan
Bank Board Chairman, Richard Pratt, released with the Fed announcement, it is
clear that the Fed and Bank Board are working closely to provide relief for
troubled thrift institutions.

GENERAL ACCOUNTING OFFICE
A confirmation hearing for Charles A. Bowsher, CPA, to become Comptroller
General of the U .S. will be held by the Senate Governmental Affairs Com
mittee on 9/17/81. Mr. Bowsher, currently a managing partner of Arthur
Andersen and Company's Washington office will, according to GAO sources,
assume his position immediately after Senate confirmation and swearing in
by President Reagan, probably in late September. The hearing is scheduled
to begin at 3 p.m. in Room 3302 of the Dirksen Senate Office Building and
will be chaired by Sen. William Roth (R-DE).

NATIONAL CREDIT UNION ADMINISTRATION
Final authority over who will have access to examination reports was the subject
of a recent NCUA proposal. The recommendation, received at a 8/13/81 board
meeting, follows weeks of controversy over the issue of whether or not the
NCUA should allow other credit unions or federal agencies access to credit
union examination reports. The NCUA has proposed that the agency retain
control over the reports which they prepare, and that they determine who
may have access to the reports. The agency plans to handle requests for
the information on a case-by-case basis.

SECURITIES AND EXCHANGE COMMISSION
Rescinding proxy rule (ASR 250) requiring public companies to disclose what
nonaudit or management advisory services (MAS) are performed by their
independent auditor was proposed by the Commission at its open meeting
8/20/81. The Commission also agreed to withdraw a policy statement (ASR264)
which urged corporate management to insure that auditors did not compromise
their independence when accepting MAS assignments from their audit clients.
ASR 250,adopted in 1978, requires a disclosure of what MAS is being performed
by independent accountants and whether the board of directors or audit
committee has approved each activity and considered any effect on auditor
independence. ASR 250 also requires disclosure in the proxy statement of the
percentage relationship that MAS fees bear to the audit fee. ASR 264, adopted
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in 1979, presents relevant factors to be used in evaluating the appropriate
scope of services to be performed by independent accountants. The release
warned CPA firms to evaluate the size of fees for nonaudit services in rela
tion to total compensation; to act only in an advisory capacity; to avoid
supplanting management from its decision making function and to avoid self
review which could result when auditors design systems they must later re
view. The Commission now believes both ASRs are unnecessary. Chairman
John Shad noted that when ASR 250 was adopted, there was no body of informa
tion to determine the extent to which auditors were providing nonaudit services
to their clients. The SBC now has three years of disclosure to review and
has found, according to Chairman Shad, that the information in the proxy state
ments "was not of great interest to investors." Chairman Shad also indicated
that the Commission will be reviewing peer review work papers to see if the
self-regulatory efforts of the profession are effective. He also applauded the
profession for going to "great lengths" to develop a self-regulatory structure.
The Commission also agreed to withdraw twelve ASRs which the Office of the
Chief Accountant has determined are no longer relevant or have been superseded
by either SEC actions or actions of the AICPA, FASB or other private or standard
setting bodies.

SMALL BUSINESS ADMINISTRATION
Repeal of SBA's authority to approve additional small business lending companies
as participating lenders was the subject of a recent proposal by the Admini
stration (see the 8/17/81 Fed. Reg., pp. 41523-24). The additional small
business lending companies, known as "Subsection (b) Lenders," would not be
approved as participating lenders because the SBA does not have the resources
adequate to service and effectively supervise additional lenders. Additionally,
the proposal seeks to require that all Subsection (b) Lenders maintain unim
paired capital and surplus of not less than $2,000,000 or the aggregate of
the lender’s share of all outstanding loans, whichever is greater. Comments
are requested by 10/16/81. For additional information contact Robert C. Hull
at 202/653-7894.

TREASURY, DEPARTMENT OF
IRS proposed regulations will continue to be published in the weekly Internal
Revenue Bulletin and in the semi-annual Cumulative Bulletin, according to a
recent IRS announcement. Citing greater access to proposed regulations and
improved historical reference the IRS explained that proposed and final
regulations are published in the Bulletin after they appear in the Federal
Register. The Internal Revenue Bulletin may be purchased from the Super
intendent of Documents, U.S. Government Printing Office, Washington D.C. 20402.

Regulations concerning the books and records of a foreign organization, trade or
business will be the subject of an IRS public hearing scheduled for 10/6/81.
The IRS 1/23/81 proposals require that a controlled foreign organization, trade
or business maintain certain records and clarify when the records of foreign
corporations must be provided (2/2/81 Wash. Rept.). The proposals authorize
a district director or the Director of International Operations to designate,
under certain circumstances, the location where the records must be kept and to
require that a translation or interpreter be provided at the time records kept
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in a foreign language are made available for examination. Additionally, the
regulations seek to clarify when the records of a controlled foreign corporation
must be provided. Persons interested in testifying must submit an outline of
oral comments by 9/22/81 to the Commissioner of Internal Revenue, Attn: CC:LR:T
(LR-133-78), Washington, D.C. 20224.
In a related matter, new tax exempt mortgage subsidy bonds will be the focus
of a 11/5/81 IRS public hearing. The rules carry out provisions of the 1980
Mortgage Subsidy Bond Act and generally are effective for bonds issued after
4/24/79. Outlines of oral comments must be submitted by 10/23/81 to the IRS
Commissioner, Attn: CC:LR:T (LR-10-81). Both hearings are scheduled for 10 a.m.
in the IRS auditorium, 1111 Constitution Ave., NW, Washington, D.C.

SPECIAL:

REPEAL OF VINSON-TRAMMELL,MAY BECOME REALITY

Repeal of the Vinson-Trammell Profit Limitation Act appears likely as House and
Senate members go to conference over the Defense authorization bill for
fiscal 1982, S. 815. Originally, the Senate version contained a provision
for repeal, but the House measure called for an extension of the moratorium
on the A c t ’s implementation until 7/1/82. However, the House Armed Services
Committee approved a proposal which would repeal Vinson-Trammell with an
amendment. The amendment would authorize the President to issue regulations
to control excessive profits or defense contracts during declared wars or
periods of national emergency. These regulations would be subject to a
legislative veto by both Houses of Congress. The conference will resume
after recess.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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